CNSASN 
Government 


SS Oe So —s ee : 
oS, (SS Publications 


BRIEF TO THE 
ONTARIO COUNCIL ON UNIVERSITY AFFAIRS 


A FUTURE OF LOST OPPORTUNITIES? 


Prepared by the 
COU Committee on Operating Grants 


Councii of Ontario Universities 
Conseil des Universités de 1 ‘Ontario 
130 St. George Street 
Suite 8039 
Toronto, Ontario M55 274 


March, 1981 


ISBN-0-88799-134-3 


BRIEF TO THE 
ONTARIO COUNCIL ON UNIVERSITY AFFAIRS 


A FUTURE OF LOST OPPORTUNITIES? 


Prepared by the 
COU Committee on Operating Grants 
Council of Ontario Universities 
Conseil des Universités de 1'Ontario 
130 St. George Street 
Suite 8039 
Toronto, Ontario M5S 2714 
March, 1981 


81-1 


é 
1 ON: 
Hg GROTS + 


COMMITTEE ON OPERATING GRANTS 


MEMBERSHIP 

Mr. ASK. AdJington COU Secretariat 
Vice-President, Administration 

and Finance Mr. E.K. DesRosiers 
University of Western Ontario Director of Research 
London, Ontario 

Dr. J. McAllister 

Dr. G.G. Bell (Chairman) Research Associate (Finance) 
Vice-President (Finance and 

Development ) Mrs. Margaret Brown 
York University Secretary 


Downsview, Ontario 


Prof: D.K.0 Date 
Dept. of Mathematics 
Carleton University 
Ottawa, Ontario 


Dr. D. Davidson 
Dept. of Biology 
McMaster University 
Hamilton, Ontario 


Prof. H.C. Eastman 
Vice-President (Research and 
Planning) and Registrar 
University of Toronto 

Toronto, Ontario 


Mr. A.B. Gellatly 
Vice-President 

Finance and Operations 
University of Waterloo 
Waterloo, Ontario 


Prof, heer raser 

Dept. of Economics 
Queen's University 
Kingston, Ontario 


Prof. K.W. Schwager 
Dept. of Sociology 
Laurentian University 
Sudbury, Ontario 


1.0 


2.0 


ce) 


4.0 


TABLE OF CONTENTS 


List of Tables and Figures 

Letter of Transmittal 

Preface 

BACKGROUND ON FUNDING 

1 The Basis for Analysis 

2 Comparison of COU Request and OCUA 80-II 
-3 The Government's Provision for 1981-82 

4 Interprovincial Comparisons 

5 Intraprovincial Comparisons 

SYSTEM REQUIREMENTS FOR 1982-83 

2.1 Providing for Inflation 

-1 The Impact of Inflation on Salaries 


1 
1.2 Employee Benefits 
1.3 The Impact of Inflation of Non-Salary Expenditure 


e 


Nh PM Po 


2012.3.) . Library Acquisitions 
2.2 Projecting Existing Service Level Costs 


2.2.1 The Cost of Career Progress 
ree 


-2 Provision for Equipment Replacement 
2.3 The Efficiency Factor 
2.4 Provision for Enrolment Variation 


. 


2.4.1 1980-81 Enrolment Summary 
2.4.2 Projections for 1981-82 


2.5 Stabilization Factor 

2.6 Minimum Financial Requirements for 1982-83 
2.6.1 Establishing the Funding Base 
2.6.2 A Summary of the Factors in the Calculation 
2.6.3 Cost of the Basis Objectives, 1982-83 

THE FINANCIAL CONTEXT OF UNIVERSITY UNDERFUNDING 

-1 Ontario Government Fiscal Policy 


-2 Federal-Provincial Financing 
-3 Long-Term Prospects 


LO W LW 


CONCLUSION 


Appendix 


it 


iv 


30 


Tables 


1-1 


1-2 


1-3 


1-4 


oil 


LIST OF TABLES AND FIGURES 


Recalculation of OCUA and COU Funding Recommendations 
for 1981-82 


Interprovincial Comparison of Percentage Increases in 
University Operating Grants 1975-76 to 1980-81 


Interprovincial Comparisons of University Operating 
Grants Per FTE Student 1974-75 to 1980-81 


Provincial Operating Grants for Universities Per $1,000 
of Provincial Personal Income 


Interprovincial Comparisons of Total Operating Expenses 
Per Client 


Expenditures per Client Served, 1973-74 to 1979-80 


Universities' Share of Provincial Budgetary 
Expenditures 


Projected Annual Percentage Increases in the Consumer 
Price Index 


Average Salary Levels 


Average Salaries of Teachers in Universities, 1978-79 
and 1979-80 


Benefit Costs and Increases Relative to Salary Expenditure 


1973-74 to 1979-80 
Comparison of Benefit Costs 1978-79, 1979-80 and 1980-81 
Ontario University Non-Salary Price Index 


Title Count of Monographs Acquired, 1970-71 to 1979-80 
For Nine Universities in Ontario 


Expenditures for Monographs and Periodicals By 
University Libraries 


The Costs of Ontario Government Compensation Policy 


COU Funding Recommendations for 1982-83 


Page 


10 


Lips 


Tables (continued) 


3-1 


a5 


3-4 


Capital Expenditures, Liquid Reserves and Borrowings, 
Province of Ontario, 1972-73 to 1980-81 


Estimated Gross General Revenue as a Percentage of Gross 
Domestic Product and Provincial Personal Income, 1978-79 


Estimated Per Capita Revenue and Tax Capacity By 
Provinee, 1979-80 


Estimated Federal Government Transfers (Cash and Tax 
Points) To Ontario For University Financial Support, 
1976-77 to 1980-81 


Canadian Unemployment Rates Estimates by Educational 
Attainment (Seasonally Adjusted) 


Non-Salary Price Index Weighting Pattern 


Component Price Indices in the Ontario University 
Non-Salary Price Index 


Annual Percentage Variation in the Ontario University 
Non-Salary Price Index Compo ten*s 


University Funding Levels, 1977-78 to 1981-82 


Comparison of Expenditures Per Client Served, 1970-71 
to 1979-80 


1978 Faculty Age Distribution 


Source of Component Indices 


Page 


51 


54 


55 


ay 


61 


65 


66 


67 


36 
68 


J a 
ly : feos pends 5 
acd oe has wane ¢ ‘ Lee as Dirged 
a +e: act or i 902% nO “le @ere 
ie are orf Posi oe le — 
Onin. 27 ees ‘oon! ‘ fiw gary: deesytr™ ' oodles ; 
ater ser ier Jr: ae Fowbo otvaranG - 


20 Sic SIGs HOS Mme EA 


mc itmeul aak> anna 


‘ j f° eas Kio > ; MM ! >t 
tape 45) , 24 tee 7 el . f id 
Pe 4 OL Gets Soret hte, a 
by.) al a) 7 es ay “et “ee row) 
oii Aix i ens’ nf wei eps neg 
' be pai 7 
' 
ek) ofr ma iae aly Biche es keore 
? iad Ac - if © cy fo! 7 
; 7 " : Pemwia®. « a reate-f Ai la? 
Soe L728 ak q ; i) ete 7 Pr. . ere 


a, U : 
/ if 
° aac tre Ele i rei aie oe (ean S| 
: * 

_ 7} 


COUNCILSOr ONTARIO UMP ERSITIES’ 1-190 ST. GEORGE STREET. SUITE 8037 


ROR GUN Oe ON es RIO Meas 


JCONSEIL DES UNIVERSITES DE L’ONTARIO | (416) 979-2165 


4 
- 


Dr. W.C. Winegard 

Chairman 

Ontario Council on University 
Affairs 

rin £LOGr 


TOO Bay Street 
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Dear Dr. Winegard: 


Qn behalf of the Council of Ontario Universities, I am pleased to transmit to 
you our i981 orief on operating support to the Ontario Council on University 

Affairs This brief, prepared by the COU Committee on Operating Grants, hes 

peen approved by our Council. 


You will note, that although the Committee has provided projections of enrol- 
ment and inflation for 1982-83 funding purposes, it recognizes that working 
so far in advance of the actual funding year creates problems with respect 

to the accuracy of its projections. The Committee on Operating Grants, 
therefore, wishes to stress the importance cf the Ontario Government re- 
examining enrolment and inflation trends at the time it makes any decision 

on global funding for waiversiuies. 


He with QCUA on 10 April for a continuime dialogue 


look forward to our meeti 
e terest to the Ontario university community. 
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PREFACE 


The Operating Grants Committee has this year prepared its annual 
funding advice to the Ontario Council on University Affairs in the 
shadow of larger events. On 14 November, 1980, the Government 
announced the establishment of a Committee on the Objectives and 
Funding of Ontario Universities. Recognizing that an essential 
part of the mandate of that Committee is to bring objectives and 
funding into balance, it is imperative that the university's case 
for increased funding once more be set forth. To those who have 
read our briefs in the past, we apologize for being repetitive. We 
are repetitive because we profoundly believe that the case for 
increased funding for this Province's universities is compelling 
and needs to be retold before any fundamental decisions which 


affect our universities are taken. 


The case, simply put is: 


1) The universities of this Province are significantly under- 
funded. This can be sustained by reference to the work of 
OCUA, by reference to the funding of universities in other 
jurisdictions in Canada and by examining in detail, as we do 
in this brief, the elements which generate the financial re- 
quirements of our university system. 


2) The Government's position of inability to pay is not sustain- 
able. The unused taxation and borrowing capacity of this 
Province are second to none in Canada. Ontario has the wealth 
to sustain a first rate university system. 


3) Given political leadership, the public would support in- 
creased funding for universities. Government places our very 
wealth and well-being in jeopardy by not responding more 
positively. 
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BACKGROUND ON FUNDING 


The Basis for Analysis 


On 22 January 1981, Premier Davis announced a university funding 
level for 1981-82 of $923.5 million. This represents an increase 
of $84.7 million or 10.1% over 1980-81 funding of $838.8 million. 
In addition, it was announced that formula fees would be increased 


by 10%. 


Following past practice, this first section of the COU Operating 
Grants Brief for 1982-83 compares the announced funding level with 
the advice rendered last spring by COU and OCUA. Again following 
past practice, the advice of COU and OCUA has been recast to take 
account of new evidence in the arene of inflationary and enrolment 
trends. It should be noted that this new evidence was available to 
the Government at the time that it made its decisions regarding 


funding. 


Comparison of COU Request and OCUA 80-II 


Table 1-1 sets out the implications of the advice of COU and OCUA. 
With respect to inflation for 1981-82, COU assumed 9.6% and OCUA 
9.5%. Current information (see Table 2-1, p. 23) suggests that a 


projected figure of 10.5% would have been more reasonable. In 


Table 1-1 


. and COU Funding Recommendations for 1981-82 


($000 ,000's) 


Infla- Existing Predicted tab- Cost of 

Estimated tionary Service Efficiency Enrolment ilization Basic 
Expenditure Trend Cost Level Cost Factor Costs Factor Objectives 

1980-81 1981-82 1981-82 (Negative) 1981-82 + or (-) 1981-82 

OCUA 

Salaries 765.4 80.4 16.9 (4.3) 30.0 ISRO?) 873.4 
- 5, / he { \ - 

Benefits 85.6 9.0 1.9 (0.5) 3.4 abet) OT 
lon-Salary 219.5 28.3 8.5 (me) 8.6 (4.3) 250.4 
| m AT 747 7 57 3 CRA ) lat {93 \ 79°n Ct 
| Total ARO Ae has lial efto3 (6.0 42.0 Rou Gay) Me30n5 


application of the rate, COU and OCUA agreed with respect to 


Salaries and non-salary items. OCUA did not agree, however, with 
the COU position that a provision be made for employee benefits at 


a rate 30% higher than the rate for salary inflation. 


With respect to existing service level costs, COU and OCUA agreed 
on the net costs of career progress salary increments (PTR) (at 
2%), disagreed on the benefit implications of these net costs and 


took entirely different approaches to the provision of additional 


Sc ae 


funding for furniture and equipment replacement. On the latter 
point, COU took the traditional approach of including a provision 
of 2.5% of non-salary expenditure to cover furniture and equipment 
replacement. OCUA chose to handle this matter outside the context 
of its funding model and made a special recommendation for an 
additional grant of $8.0 million. While not wishing to dispute the 
level of funding recommended by OCUA, the Operating Grants Com- 
mittee is concerned that OCUA views its advice on this matter (and 
on the additional costs associated with bilingual programmes) as 
being outside the projected costs of attaining basic university 
ob jectives. In our recalculations, therefore, we have included 


the appropriate funds recommended by OCUA. 


With respect to the efficiency factor, although OCUA continued to 
come closer to COU's position, some disagreement remained with COU 
using -0.1% and OCUA -0.5%. With respect to enrolment, COU assumed 
an increase of 0.9%; OCUA assumed an increase of 1.0%. In fact, 
enrolment increased by 3.5% (see section 2.4) and we have adjusted 


both sets of advice accordingly. 


Despite the differences cited above, it should be clear that COU 
and OCUA are in basic pee on how to estimate the basic 
financial requirements of Ontario's universities. As Table 1-1 
indicates, COU saw these requirements rising by $166.1 million 
(15.5%) between 1980-81 and 1981-82. The comparable figures for 


OCUA's advice are $160.6 million, an increase of 14.9%. 


ie 


The Government's Provision for 1981-82 


As has been noted, operating grants for 1981-82 will total $923.5 
million. Consistent with OCUA analytical methodology in what 

follows, $5.0 million for Ministry line item grants is transferred 
to "other revenue" and $0.6 million for the Bar Admission Course is 
excluded. A comparison between the reconstructed advice of COU 
and OCUA and the implications of the Government's announced level 


of funding can be simply stated. 


(in $ millions) 19 80-81 1981-82 

Estimated 

Actual COU OCUA MCU 
Available for distribution 
by OCUA peossr $ 978.1 See 7oC $ 917.9 
Tuition fees wets Shem ayt ike agay ss ule wn aag 
Other revenue 67.2 Gia Cue Oud 
Doves SUOrOrs Sy 23656 $1 220.5 $7176.04 
% Inerease over 1980-81 15.5 14.9 C9 


Using the OCUA funding model, one can identify a shortfall in 
government grants for 1981-82 of between $54.1 million (according 
to OCUA) and $60.2 milion (according to COU). Thus, despite the 
significant increase in operating grants provided by the Govern- 
ment for 1981-82 (relative to increases in previous years), both 
in dollar terms and percentage terms, the funding shortfall is the 
largest it has ever been since OCUA's funding advice was last 
accepted in 1977-78. The cumulative shortfall since that time now 
stands, according to COU estimates, at $259.3 million or 20.8% of 
projected system revenue for 1981-82 (see Figure 1-1).! Approxi- 
mately half of this shortfall is attributable to foregone salary 
increases, i.e. the provision of salary increase to university 
staff at less than the rate of inflation. The remaining half of 
the cumulative shortfall arises from real reductions in faculty 
and staff complements and in a range of non-salary expenditures, 
most importantly library acquisitions, furniture and equipment 


replacement and physical plant renewal. 


Clearly the question can be asked - are these reductions merely the 
trimming of "excess fat in the system" or do they represent real 


constraint on the ability of the universities of this Province to 


This figure is derived by employing successive iterations of 
the OCUA funding model on a 1977-78 base. Actual enrolment and 
inflation levels are combined with COU advice on existing 
service level costs and efficiency discounts. Comparable cal- 
culations using OCUA's advice would generate an estimated 
shortfall of $212.8 million. Further it should be noted that 
the shortfall pertains to operating funds only. OCUA in 
September 1980 estimated the cumulative capital shortfall at 
$47.1 million in 1980-81. 


1977-18 to 1981-02 


( millions) 
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attain the basic objectives of the system as set forth by OCUA and 


agreed to by the Government? OCUA is the one objective body in 
this Provinee responsible for advising the Government on the level 
of university funding. From its perspective, the answer is clear. 
Not since 1977-78 has its basic funding advice been accepted by the 
Government. OCUA's concerns about funding have been reinforced in 
two major studies, "System on the Brink" and more recently "A 


Financial Analysis of the Ontario University System - 1980". 


Quoting from the latter report: 
----it is clear that the system remains very 
much "on the brink". It is equally clear that 
the primary reason for this situation lies in 


continugd underfunding of the university 
system. 


Is it possible that the basic premises which underpin the conclu- 
Sions of both the university community and OCUA are unsound? Is it 
possible that the Government, in determining university funding 
levels during the past few years, has had access to some yardstick 
which allows it to conclude that OCUA's advice provides for a 


university system too rich for Ontario's needs? 


For example, it has been suggested that Ontario, because of the 
size of its university system, might benefit from economies of 
scale which would permit lower expenditure per student without 
detriment to quality. The Operating Grants Committee finds this 
suggestion to be without foundation. The components of the 

Ontario university system are autonomous institutions of varied 
size offering a full range of academic programmes over a wide 
geographic area. While the number of institutions in Ontario 
might be larger than in other jurisdictions, their individual 

sizes and characteristics do not vary significantly from those in 


other provinces. Neither should their costs. 


Ontario Council on University Affairs, A Financial Analysis 


of the Ontario University System - 1980 (Toronto: 1980). p. 
le 


1.4 


Interprovincial Comparisons 


Perhaps the most extensive attempt to compare Ontario universities 
with those elsewhere has been the work of the Tripartite Committee 
on Interprovincial Comparisons of University Expenditures. Estab- 
lished by the Ontario Council on University Affairs, the Ministry 
of Colleges and Universities, and the Council of Ontario Univer- 
sities in November, 1977, to date the Committee has published two 
reports - each of which outlined eight indicators for comparing 
the financial position of university systems among the Canadian 
provinces. Five years of data have been published, from 1974-75 to 


1978-79, based on a common set of definitions for all 10 provinces. 


A preliminary examination of the status of Ontario universities 
can be gained from Table 1-2. bt simply compares the annual 
percentage increases in levels of university funding, provided in 
each province since 1974-75. Financial data, collected by the 
Tripartite Committee on Interprovincial Comparisons of University 
Expenditures, were used for the first four sets of year to year 
comparisons. Percentage increases in funding, made public by 

government announcement, were used for the last two sets of com- 


parisons. 


As can be seen in the Table, provincial government operating 


grants increased at a slower rate in Ontario than in any other 


Table lL-e 


Interorovincial Comparison or Percentage Increases in Universi Qveratin 


1975-76 to 1980-81 


Estimated 
Total Increase 


1973-76 -L9TS=TT —-LOTT=78 LOTH-T79-LOTIAdO” 198031" LTT zo _1940—3. 
EA z 52 4, a % 


4 Rani 
British Columbia 27.9 Lu, 10. 10.6. 3.3 9. Ti2.0 (3) 
Alberta 28.5 13.0 Slips 8.9 3.0 9.5 109.3 (4) 
Saskatchewan 25.0 12.3 9.2 0} 45) hae 3.5 96.4 (5) 
Manitoba 19.0 15.3 ee oye) Q.4 6.1 ant i773 (T) 
Quebec 28.5 22 16.3 13.4 3.9 L326 SVE caf (1) 
Tew Brunswick Las5 19.6 jl 3.8 g.3 9.3 39.4 (3) 
Yova Scotia etre - i239 $32 3.3 ase) Shscl Sees (6) 
Praeis 14.6 he 6.5 ease 3.4 9.3 Thue ae¥ 
Newfoundland 23.2 eh 5 hy al 1 las" 10.3 L230 (2) 


weighted Average ; 
for 9 Provinces 27.0 13.4 Ss 
outside Ontario. 
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Source: = 'ntersrovincial Comparisons of University Ixpenditures, Tripartite Committee on 
mterprovincial Comparisons, September 1980. 
Funding announcements, various years, 


bemipid 


province. In virtually every one of the six annual sets of 
increase, Ontario had either the lowest or nearly the lowest 
increase over the previous year. Over the entire period covered, 
the nine provinces outside of Ontario in total increased the 
grants to their universities by approximately 117%. Meanwhile, 
Ontario increased its grants by only 70%. In other words, operat-— 
ing grants to universities in the rest of the country were increas- 


ing at a rate about 65% greater than in Ontario. 


Another way of looking at operating grants involves relating 

grants to university enrolments. The Tripartite Committee has 
provided these comparisons by dividing each government's operating 
grants by each university system's full-time equivalent enrol- 
ments. The result is displayed in Table 1-3. Both operating grant 
and enrolment information has been standardized to a common defi- 
nition of university education. Estimates have been provided for 
the last two years, 1979-80 and 1980-81, by applying known 


increases in operating grants and enrolment. 


(fees gas rn aa Ces. REE Se a AGRI LO ee 


| nee tee 


H PaCS ws 

| 

| ~ 

' anterorovinelad Ceommerisons of Uraversivy Overeating Grants Per FTE Student 197--75 xs 9¢5=6: 

| ey AA NN or YA 

\ 

ra 

| met ies NES ie hice rey 4 APR FR wee = = es Bee 

LO7L-75 1975-76 HO76~77 OTT S13 1976-79 1979-30" 2980-32 
3 Rank , } (Rank) S$ (Rank SW ReaKy) & (Rank) 3 Rank > (Rank } 
Bra tass Sopamsve: 2962 (3 2 Siete yearn (C2e) 4420 (3 L8G0 (2) SoZ Ewe Sudo (2 
yee oes & & ) S = e) = errs 5 52RD 
Skee 2965 Std 3545 ml 3982 (4) ft }) 2 4939 (2) eK a pote 3) 
oN Alar =f c \ = ~- Q oes 

Sasketcnewa Pewee iy) 3324. 15 AS 5s) 3980 (5 Ubi 451) Usgo (4 5e54 a} 

| 

| apne AeA ay 5 oo > a c aa ed = > 

| Menitoba 25010 18 3012 (6) 346 16) 3865 (6 pelt 1 G()) 4596 SEGGs eee 
sueoec 2995 \2 Boe we) u006 (3) 4376 (4 4601 (4) L832 (51 Sao 
: Ba os Pate 2 nig oe pases ae = 
jew Srunswick 2625 2934 (9 S245 (6) BODO Wh 4292 (6) +0062 (5D Soi 
ISAT 2404 \9 2939 (8 SSeu (3) 35958 (9 3887 (9) 4155 49 L405 (9) 

| 

Sinan ZS Gene Chen AAG PRESSES | BeSt) 2895 (10) SE 20m on) E920) a Lp AT OUaeCS 


1 
ow Ww 
ie) 
Ob 
\O 
re) 
) 
-—1 
ON 
to 
@ 
ON 
= 
& 
ine) 
VI 
nN 
& 
ej 
oO 
= 3} 
1 
Ke) 
(ie) 
1 
VU 
N\ 
4 
rE 


unding announcements, verious years. Statistics Canade . 


aida 


The results of the Ontario Government's small increases in operat- 
ing grants become apparent. Compared to other provinces, Ontario 
has declined from granting the fifth greatest amount per student 
in 1974-75 to granting the least amount per student in 1980-81. In 
dollar terms, the gap between Ontario's provision of grant per 
student and the average for the rest of Canada has grown from $129 


in 1974-75 to $812 in 1980-81. 


Reference has been made on occasion to the necessity of including 
Ontario's major commitment to student aid in comparisons of this 
sort. While wishing to acknowledge that OSAP compares favourably 
with the student assistance programmes in other provinces, the 
relevance of its inclusion in these comparisons is questioned by 
the Operating Grants Committee. The objective here is to measure 
the funds available to universities to fulfil their basic mandate. 
Notwithstanding, it may be noted that in 1978-79, Ontario ranked 
seventh among the provinces in terms of grants plus student aid per 
FTE student and that the gap between ourselves and the rest of 
Canada was $503. This compares to our eighth place ranking and a 


gap of $511 for the same year, when student aid is excluded. 


Similar results are obtained by utilizing the other indicators 
compiled by the Tripartite Committee. Dividing provincial govern- 
ment operating grants by the province's total population, yields 


an indicator of provincial operating grants per capita. On this 


ear 


indicator, Ontario declined from a rank of third in 1974-75 - above 
the national average - to a rank of eighth by 1978-79, the most 
recent year of data collected by the Tripartite Committee. Esti- 
mates for 1980-81 made by COU suggest that Ontario provincial 
operating grants per capita are approximately the same as in New 
Brunswick and that only Prince Edward Island provides lower 


operating grants per capita. 


Table 1-4 relates the wealth of each province - and thus the 
financial resources available to each provincial government - to 
its expenditures on universities. The province's wealth is stated 
in terms of the personal income of its residents, i.e. the income 
received by individuals from all possible sources, including 

wages, Salaries, pensions, rents, dividends, interest, welfare 

payments, profits of personal businesses, and realized capital 
gains. The lower the level of provincial personal income, the less 
the provincial government might be expected to be able to spend on 


public services, including operating grants to universities. 


As the table demonstrates, by 1979-80 Ontario had declined to 
tenth position among the ten provinces in terms of this indicator. 
Every other province in Canada was spending a higher proportion of 
its personal income on operating grants to universities, than was 
Ontario. That was true whether the province had a higher level of 
personal income per capita - as in British Columbia and Alberta - or 


the province had a lower average personal income. 
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1974-75 

British Columbia 9.68 
Alterta 12.28 
Saskatchewan 10673 
Manitoba LL. TS 
zuebec ke labs) 
ew irunswick £3.92 
ova Scotia 15.40 
Psi k 10.93 
lewPoundland 13.38 
Neignated Average 
For 9 Provinces Lasts 
Suctside Ontario 
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Table 1-4 


Provincial Overating Grants for Universities 


Per 351,000 of Provincial Personal 


Income 


ee eee 


1975-76 


intervrovincial Comparisons or University 
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10.63 


12.64 


Expenditures, 
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1977-78 


25 


Taken together these three indicators, 


student, 
sustain a bleak picture of this Province's commitment to higher 
education. 
required to enable us to catch up to the average for the rest of 
the country - $150 million on a per student basis, $190 million on 


a per capita basis and over $250 million on the basis of what this 


1978-79 
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operating grants per 


per capita and per $1,000 dollars of personal income 


They also indicate the enormous effort that will be 


Rank 
1973-30 


ommittee on Interprovincial Comparisons, 


ils 
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Province can really afford as measured by personal income per 
capita. Alternatively, the operating grant per student could be 
brought up to the average of the other 9 provinces if the FTE 
enrolment in Ontario was reduced by 28,800 full-time equivalent 


students. 


Intraprovincial Comparisons 


We have seen that the Ontario Government spends less on its univer- 
sities, per student, than virtually every other province. By its 
own admission, however, Ontario's level of general government ex- 
penditure, is also significantly below the national pverac ete 
Perhaps all publicly-supported activity in Ontario is therefore 
underfunded and universities share a common fate with, for 


example, hospitals and elementary and secondary schools. 


Table 1-5 presents interprovincial comparisons of expenditures by 
both hospitals and schools on a per-client basis; i.e., hospital 
expenses per patient day and elementary and secondary school 

expenses per pupil. As these data suggest, the Ontario Government 
in these two sectors is the third most generous of any provincial 
government in Canada - contrast this with Ontario's tenth place 


position with respect to government support for universities. 


"Equalization and Fiscal Disparities in Canada", Budget Paper 
A, Ontario Budget 1980 (Toronto: 1980). 
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Table 1-5 


Interprovincial Comparisons or Total Overating 


Expenses ver Client 


Total Operating Expense Total Expenditures Per 
Per Patient Day Pupil (Zlementary and 
(Public Hospitals, 1979-79) Secondary Schools, 1977-78) 

$ Rank 5 Rank 

British Columbia 125635 ( 8) 1,981 ( &) 
Alberta 135.85 ae 2,205 ( 2) 
Saskatchewan 118.95 ( 9) 1,354 ( 6) 
Manitoba 152.43 ( 4) 1,935 ( $) 
Ontario 161.07 kaka) ant43 (3) 
Quebec 142.95 (Si) 2,450 28) 
Tew 3runswick 142.10 ( 6) so ( 8) 
NS 116.42 20) 1,792 Ch 
Tova Scotia 169.27 (72) 1,686 ( 9) 
Yewfoundland 181.96 Gee) Ip ekeb! (20) 


Source: Statistics Canada, $3-217 Annual. Hospital Statistics - Preliminary. 
Annual Report, 1978-79 


Statistics Canada, 31-208 Annual. Financial Statistics of Zducetion. 


The basis for Ontario's relatively lower position for university 
grants, compared to other provinces is shown in Table 1-6. Here 
the changing degree of Ontario provincial government support for 
various types of organizations is shown. Universities are com= 


pared on a per-client basis with elementary and secondary schools, 
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colleges of applied arts and technology, hospitals and correc- 
tional institutions. Comparisons are made in terms of government 


support over the period from 1973-74 to 1979-80. 


Elementary and secondary school costs, per pupil enrolled, 
increased by 29% in constant (uninflated) dollars over the six- 
year period from 1973-74 to 1979-80. Hospital gross operating 
costs, per patient-day, increased by 27% in constant dollars. 
Correctional institutions' expenditures on adult offenders, per 
inmate-day, increased by almost 17% in constant dollars during the 


six-year period. 


Only in the area of post-secondary education have expenditures per 
client remained relatively constant when adjustments are made for 
inflation. Community colleges have received a 126% increase in 
provincial operating grants during this period - significantly 
greater than the 69% increase in the Consumer Price Index - but 
this major increase in operating grants was offset by a major 


increase in CAAT enrolments. 


Grants to universities, on the other hand, barely kept up with 
inflation over this entire period and fell behind the rate of 
inflation in every year after 1976-77. By 1980-81, operating 
grants to universities per FTE student were lower, in constant 
dollars, than they were in 1973-74 and in most of the intervening 


period. If the analysis is extended back further in time where 


) 


(in constant dollars 


kxpenditures Per Client Served 


tndex of 


= “Tish co 


data are available, it shows an even bleaker picture of university 


funding, both in absolute and relative terms (see Figure 1-2). 


Further indications that the Ontario Government is not treating 
all publically-supported organizations alike can be seen in Table 
1-7. Here, the level of operating grants to universities is 

compared to the level of government expenditure on all matters. 


Comparisons are made with total budgetary expenditures and with 


Pe ae ~~ 
ZL ose 
727, ve tend - 
av = 
| 
acces 
\ 
i 
{ 
a aye os 
ee el S 
| 
| 
‘ / 
| / 
| VA 
| BA 
| 7 
a aa 
Toy | ie 
' ie 
ro 
: 7 
a 
! 7 
| ia 
' - 
| ae yee 
BEES in 
7 | 2 
| - 
i ee 
i ee 
gee 
| Zz 
| z 
N Zz 
| a 
200 Pee 
| Be 
| . 
i 
| F : 
,eS 
| ASO 
0 ae ao 
90 BASIS 
Scam 
| =e 
{ 
i 
Qn 
OO 
T 
a iy} Gal = nN 5 
— = = = = S 
| | “a 1 R 
SD — rau) ~ = | J 
t ° = 


79-80 


AEM Rey ee 


TR-OQST SOFIWIUO JO BduUTAOA_ Sa 7RUTP ISA 


savak snopana toyaRqyUQ Jo eoufAorqg “syMOdso.y IETINd :a2.1n0g 


6° REL Lbs ETA HT £°Sgt 07S 9° Nal ‘9T 8° RFR pe: 

O' RET 9°S £°QEGTET 2° 4Gt T'S 6° GHESST 6° tel OR-GLO6T 

6°26 6°S 9°299'cT Hy 6UT evs 6° 9ST RT 2h). 6)-g)6t 

o°TR 6°S € 3199" Gt LG HS G6et ‘ET 9°f0) Ql-L)61 

o-h9 o'9 126g‘ ot 6 LL Gus Z2°1e6° TT £°649 1)-9).6T 

0°6) g°S 6°S9),°6 tea £6 ec c£9‘ OT 6°S9S 9)-GI6T 

| 0°1S o'9 EET £°26 SS 9° 1298 8° SBH GI-HL6T 
2 gt ¢ e°9 6°969'9 Guiz =4 Q°S 6° toe’). 6°£2h HI-FL6T 

99 4 £00'9 ¢ 9 E-onn'9 ¢ 9° 968 ¢ €)-2161 


Jiodding JuawvIaacy aIBUS ~~ Squaukeg Sataqy Viodddng Juauit.tancy AAR Sainz yp puadxy SPPETPSASAEU OV 
jo yoaaT EJ-ZlE6T tloray ,SAFTIS+aAziin 199d MTIAINd snip jo pyoaaay €)-2).6F PSAPTPSADA TUN Kanqadpng squnig FAupyesadg 
LTBRIVI0Ug ,SAapPITEIaAzuq % saanqrpuadxg Kanqyalpne wots TLRIV10Ug ¥ quawu.1a aon quauutsaody 

1701, PSOTTPSAOATIY OTIBIWWO 1TVIOL TRLoUpAoId 


(suor{{ tug) 


Ranqatpnq PR oupaoty JO BINNS ,SATITS1aATNH 


Sa. ppuadxg 


jer nNnAIMON 


Bye lc bie 


budgetary expenditures after public debt interest payments are 
eliminated. But the result is virtually the same regardless of the 


basis of comparison. 


Since 1972-73, the universities' share of provincial government 
expenditure has declined by about one-sixth (i.e. an 18% decline 
in the share of all budgetary expenditures, a 14% decline in the 
share of budgetary expenditures excluding public debt). This de- 
creasing share of the budget represents a shift of $139 to $185 
million (depending on whether or not public debt interest payments 
are included) to other publicly-supported areas of government 


activity. 


As it has for some years, the Government of Ontario continues to- 
underfund the universities of this Province. This can be clearly 
demonstrated by contrasting current funding levels with those 
recommended by OCUA. In recent years, increases in grants to 


Ontario universities have been among the lowest in North America. 


Between 1978-79 and 1980-81, grants to universities in Canada 
(excluding Ontario) increased by 20.4%. State appropriations 
for higher education in the U. S. increased by 23% during this 
same period. Ontario university operating grants grew by 
12.6%. Among all 60 state and provincial jurisdictions only 
four, Colorado, Michigan, Pennsylvania and South Dakota exper- 
ienced lower rates of increase. See The Chronicle of Higher 
Education, October 14, 1980, pp. 6-10. 


yee 


As a result, Ontario is spending less, relative to the size of the 
existing university system, than any other province in Canada. In 
addition, treatment of the university sector has not matched 
treatment of other government supported activity in this Province. 
Clearly, the university sector receives significantly less 


priority from the present Government than it once did. 


2.0 


2.1 


5 B26 


SYSTEM REQUIREMENTS FOR 1982-83 


Providing for Inflation 


The most critical component in the projection of rising university 
costs is undoubtedly one's estimate of inflationary trends. The 
Operating Grants Committee has foregone in recent years the luxury 
of attempting its own estimate of inflation and has relied instead 
on the advice of others. Four principal sets of advice were 
considered by the Committee this year. The projections of the 
Ontario Ministry of Treasury and Economics, representing the low 
extreme, were set SSE? Similarly, the projections of the Con- 
ference Board of Canada, representing the high extreme, were also 
set aeons The Committee focused instead on the estimates of the 
Federal Department of Finance and the Economic Council of Canada. 


Projections from both of these sources are shown on Table 2-1. 


The Finance Department forecast was published along with the 
October, 1980 federal budget. The Economic Council forecast, con- 
tained in their Seventeenth Annual Review, assumed either no 


change in existing trends, their base case projection, or that 


2 The Honourable Frank S. Miller, "Federal-Provincial Coopera- 
tion in Fiscal and Economic Matters to Promote Economic Re- 
covery in Canada", Friday, September 19, 1980. 

6 


The Globe and Mail, Wednesday, January 7, 1981. 
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Table 2-1 


Projected Annual Percentage Increases in the Consumer 


@ 
Economic Council™~ 1981 1982 1983 1984 1985 
or Canada 


3ase Case Projection 10.6 9.9 9.0 9.6 Slat 

Real Wage Maintenance ee 120 10.0 10.0 9.6 
2 

Oevartment of finance 

The sudget, 

October 1980 10.2 9.4 8.3 8.6 3.2 


1960-31 1981-82 1982-33 §=61983-34 = 1984-35 


Average of 3 
Projections Adjusted 
to University 


Fiscal ‘fear LO 2 10.5 9.3 9.2 9.1 
1. A Climate of Uncertainty, Seventeenth Annual Review, 1980, Economic 


Council of Canada, cage 34. 


Lhe) 


The Medium-Ternm Prosvects for the Canadian Zeonomy 1980-35 October 
1960, Department of Finance, Canada, page 14 and 22. 


employees would gain wage increases at the same rate as inflation, 
i.e. no loss or gain in "real" incomes. These projections have 
been adjusted to reflect the university fiscal year and an average 
calculated for each year, beginning in 1980-81 and ending in 1984- 


ees 
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Based on these data, the Operating Grants Gommiceee recommends 
that 9.8% be used as a reasonable estimate for inflation for 1982- 
83. The Committee notes, however, that its own record and that of 
OCUA have been ones of consistently underestimating inflation 

rates. We stress the importance, therefore, of the Government re- 
examining inflation trends at the time it makes its decision on 


global university funding. 


The Impact of Inflation on Salaries 


The 1970's have witnessed a significant erosion in the purchasing 
power of salaries paid to university faculty in Ontario. From 
1972-73 until 1980-81, the CPI increased by 103%. The cumulative 
rise in faculty scale increases during this same period was 68%. 
During the last three years alone, with scale increases at 17% and 
inflation at 31%, substantial ground has been lost. As a result, 
average faculty salaries in Ontario have not kept up with other 
employee groups or with university faculty in most other 

provinces. Table 2-2 provides data for the years between 1972-73 
and 1979-80. By comparison to the 77% increase in the average 
salary of university faculty, one might note the 127% achieved by 
elementary and secondary school teachers in Ontario, 85% achieved 
by CAAT instructors and the 100% gained by Ontario Government 


employees during this time period. 
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Table 2-3 compares the median salary of Ontario university faculty 
with median salaries in other provinces in Canada. Salaries paid 
to faculty in Ontario are lower than in either Quebec or the 
Western Provinces. Only the four Atlantic Provinces, with a com- 
bined university system barely one-quarter the size of the Ontario 


university system, had lower average salaries. As a result the 
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Table 2-2 


&vereze Seieries cf Teachers in Universicsies 


1078-79 end 1975-80 


1975-79 1907S~80 
——e SS 
| 
Recon Meer Salary index Mesn Selarv index 
Geiibeerlof padi epg bey Seah) 
| Faeiuded. 2978-79) 
| 
Western Provinces $21,203 200.8 $34,232 100.4 
(6,464) 

: -_ x 3 re 2 
Quebec $33,788 209.2 Ssone56 107.5 
Cees) 

| 
Atlantic Provinces $25 , 309 83.3 $28 , 337 Bsns 
f= 2356 
CBeeesi y 


Weignteda Average z 
for $ Provinces $30,966 100.9 $34,106 ICO 
Oucsiée Ontario 


© $29 ,8k2 96.4 $32,282 ou,k 


zl f Full-Time Teachinse Steff at Canadien Universities 
1978-79 Statistics Canade 


| BEER SIS fbi SEERA SEANCS eet SOUL OM ITS MTP bboRs Spite! Eke 
ps : 


Canadies Universities 1979-30 Statistics Canede 
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average salary of faculty in Ontario universities in 1979-80 was 
more than $1,900 below the average of faculty in the other nine 


provinces. 


While the above data relate to faculty, they characterize the 
general difficulty encountered in university compensation policy 
as it affects all employees. With respect to university middle and 
senior management, salaries during the last five years have 

increased at a rate about 20% below that provided in the private 
sector. And as OCUA itself notes, a recent study by the Conference 
Board of Canada places university non-academic staff generally 


among the lowest paid in the Province. 


Given these circumstances, the Operating Grants Committee recom- 
mends that full allowance for inflation on salaries be provided in 


determining university funding levels for 1982-83. 


Employee Benefits 


The costs to Ontario universities of providing benefits to their 
employees have, for most of the past decade, increased at a faster 
pace than salaries or operating expenditures in general. But this 
was not a phenomenon restricted to universities. As Table 2-4 

demonstrates, the costs of employee benefits increased even more 
rapidly for the Government of Ontario. When benefits are stated as 
a percentage of salaries, the Ontario Government was spending only 


about 12.5% more than the universities (9.9% of salaries versus 


ae Ou 
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| 
leyeluding disoma. ICA. OISE. 2yerson) 
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8.8% of salaries for universities) in 1971-72. By 1979-80, the 


Government was spending 45.1% more than the universities, when 


compared on this basis. 


During 1979-80, the total costs to universities of employee 
benefits did not increase significantly and during the year just 
ending, 1980-81, expenses are expected to increase by 7.1%. But as 
Table 2-5 demonstrates, these small increases have been a result 
of actual decreases in expenses for pension plans' experience 


deficiencies and past service liabilities. This is a direct 


Segue 


Table 2-5 


Comparison or Benefit Costs 


* 
1978-79, 1979-30 and 1980-31 


satan 


Increase Projected Increase 
1978-79 1979-30 1978-79 to 1979-30 1980-81 1979-30 to 1980-31 
(3000's) ($000's) ($000's) 3 (3000's) (3000's) 4 

Pension: 
- Current Service 39,109 41,681 2,912 6.6 4h, 58h 2,903 C0 
Group Life 3,300 ; 3,766 -34 0:9 Saiic 206 5.5 
TT Raberies 2,06L 2,209 148 ae 2,336 627 28.4 
Dental 2,160 Pletal) me 144 Sif 2,904 600 26.0 

| oRDP 6,587 6,492 -95 o1.4 6,302 -190 -2.9 
Canada Pension 6,239 6,703 Gib 6.6 isos 750 ax. 
Wortmen's Camp. 922 968 46 5.0 953 -15 -1.5 
Unemploy. Insur. 7.205 6,609 -596 8.3 T,890 1,281 19.4 
ixtended Zealth 

| care ; 706 1,069 363 e124 1,539 470 44.0 
Tuition Remission 312 1,704 792 86.3 2,098 394 2a 
dther snl) 809 6 ~0.7 1,162 S55 43.5 
Subtotal 70,566 74,314 3,748 ses 31,693 7,379 3.9 
Exp. DePiciency 1339 493 -1,346 -73.2 378 -115 -23.3 
Past Service Liab. 3,604 2,428 -1,176 ~32.6 655 -1,773 -73.0 
Total 3enefits 76,009 ire ss) 1,226 B58) ae) 51/2) 5,491 Tees 


* 
| excludes Algoma, Nipissing and Yearst 


reflection of activity in the stock market and the resulting 
increased investment earnings. Any downward movement in the 
future, in the earnings of universities’ pension plans, would 


result in a major increase in the cost of employee benefits. 
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Current expenses for pension plans and other employee benefits 
increased by 5.3% in 1979-80 and are expected to increase a further 
9.9% in 1980-81. Given the Operating Grants Committee's lack of 
ability to predict fluctuations in the stock market, it is impos- 
sible to predict the future costs of experience deficiency and 
past service liability payments into pension funds. The Operating 
Grants Committee has, therefore, chosen to project increases in 
benefit costs at the same rate as increases in salary costs. This 
is a departure from past practice, and is based solely on the per- 
formance of universities' benefit plans in 1979-80 and 1980-81. 
Very real pressure continues to exist, however, given progress in 
other sectors, to reduce the rapid rate of deterioration in the 
real value of pension benefits and the Committee may well wish to 
return in the future to its past practice of recommending pro- 


vision for benefit cost increases that exceed salary inflation. 


Other factors which OCUA may wish to note are the increased cost of 
unemployment insurance premiums and the potential impact of the 


Ontario Government's Royal Commission on the Status of Pensions. 


The Impact of Inflation on Non-Salary Expenditure 


The projections of annual increases in consumer prices cited in 
section 2.1 above do not adequately reflect the inflationary pres- 
sures on consumable goods purchased by universities. For this 
reason, an Ontario University Non-Salary Price Index (OUNSPI) was 
developed in 1977-78. Since then, OUNSPI has formed the basis of 


projecting cost increases for all non-salary items. 


eae 
The most recent set of revised and updated non-salary price eee 
mation is shown in Table 2-6. Details showing how this index was 
calculated are included in the Appendix to this brief. In almost 
every year since the beginning of the 1970's, OUNSPI has regis- 
tered higher annual increases than the CPI. The average dif- 
ferential has been 23%. The Operating Grants Committee has no 

reason to suspect that this relationship will change and recom- 


mends, therefore, that provision be made for a rate of 12.0% non- 


salary inflation in 1982-83. 


Table 26 


Ontario University Non-—Salary Price Index 
(1981 revision: 1970-71 = 100) 


Actual 

1970-71 100.0 100.0 

1971-72 1ok.4 103.9 4.4 3.9 
1972-73 108.0 109.2 3.4 Sat 
1973-74 120.3 118.9 11.4 3.9 
L9TL=75 140.9 132.5 ea tr. k 
1975-76 156.2 145.8 10.9 10.0 
1976-77 170.6 1S Sit 9.2 6.3 
1977-73 192.3 169.1 AD TG 8.6 
1978-79 211.9 184.5 10,2 9.1 
197930 239.9 201.4 Re 9.2 
Estimated 

1980-31 269 .9 221.9 1S) Tare 
1981-32 304.7 245.2 12.9 LONS, 
1982-33 341.3 269.2 12.0 9.3 
1983-34 379.9 294.0 3 9.2 
1984-85 422.4 320.9 ee Sone 
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In one particular area of university expenditure, the impact of 
inflation when combined with general fiscal constraint has been 


quite severe, and deserves special comment. 


2.1.3.1 Library Acquisitions 


OCUA has already recognized the reduced levels of funding for 
purchases of books and periodicals throughout the past decade. 
A one-third decline in expenditures on these items, when stated 
in constant dollars, has been demonstrated. To detail and assess 
the impact of these declines, a subcommittee of the Ontario 
Council of University Libraries was established last year. 
Some of the results of the work of that subcommittee are available 


to the COU Committee on Operating Grants. 


Perhaps the greatest impact on university libraries has been 
a major decline, over the past decade, in the number of book 
titles purchased. The subcommittee was able to collect a complete 
series of data, for the 10 years from 1970-71 to 1979-80, for 
only nine of the universities. But this sample included most 
of the largest university i peaies amontan ce Table 2-7 identifies 
the number of monograph titles purchased over the past decade. 
It demonstrates a 30% decrease in the number of book titles 


purchased. 
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Table 2-7 


Title Count or Monographs Acauired 


1970-71 to 1979-30 


Fer Nine Universities in Ontario 
SESE aA RO ose DSi i PIE i Wee hE ASL 


fear N ; Number 
1979=T7L 5 100. LOTS 226,304 
L9T1L-72 (f 26. q 204 ,350 
202 5.0i: 


203 ,326 


224 990 ee 209 ,T7T 


+ - 
Includes 3rock, Guelph, McMaster, Queen's, Toronto, Trent, Waterloo, 
Wilfrid Laurier and windsor. 


These reductions in titles purchased have followed from increased 
financial pressures on university libraries coupled with a contin- 
uation of certain other basic expenditure requirements. For 
example, as Table 2-8 demonstrates, the continuing necessity 

to maintain periodical subscriptions combined with severe price 
increases of those periodicals has meant a significant transfer 
of budget priorities. Despite evidence collected by the OCUL 
subcommittee that a large number of periodical subscriptions 
have been cancelled, (some 11,000 between 1977-78 and 1979-80), 
continuing commitments to this area have increased periodicals’ 
share of the acquisitions budget from barely one-third, in 1971- 


72, to over half, in 1979-80. 
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Table 2-5 


Expenditures for Monozraohs and Periodicals 


University Libraries (Binéing Excluded} 
(3 0060's) 


Monographs Periodicals Total 


$4 ,875.1 65.3% 375. sate $ 6,849.2 100.0% 
$5 ,826.3 aus : 4.75 $10,488.7 100.0% 


il reo D 47.8% S 3 $15 ,097.6 100.0% 


Sxcludes Ottawa and Wilfri 


ee 
Excludes Ottawa 


Source: Ontario Council of University Libraries 


Projecting Existing Service Level Costs 


The rapid expansion of the Ontario university system during the 
1960's and early 1970's gave rise to two structural problems 
peculiar to the university sector, the costs of which must be met 
if existing eorvice levels are to be maintained. The first of 
these structural problems relates to the overall costs of salary 


and benefit increases and the second to the costs of furniture and 


equipment replacement. 
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The Cost of Career Progress 


University salary policy recognizes years of service as an element 
of salary level. Although using a particular terminology - 
Progress Through the Ranks (PTR) - to designate this component of 
annual salary increase, universities are no different from other 
institutions, be they public or private, in making this provision. 
Where they do differ from some is that there are net costs 


associated with this policy. 


In a work force with a relatively uniform age distribution, the 
costs of PTR should be met from the cumulative difference between 
the higher average salaries of people leaving by comparison to the 
lower salaries of new recruits. Because of the rapid growth of the 
university system in the 1960's and early 1970's, the age distri- 
bution of university staff is skewed with very few staff at or 
approaching retirement (see Figure 2-1). Without sufficient 
numbers of high salary leavers, net costs arise from the provision 


of step increases. 


One indication that suggests that universities are not unique, 
however, with respect to the net costs of step increases can be 
gained from examining Table 2-9. While recognizing the imper- 
fections in the two sets of data relating to coincidence of salary 


year and extent and mix of employee coverage, the Table sets out 
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1978 Faculty Age Distribution 
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KKXXMANAKMKKAKEK 
ARXXRMKAAXAAAAAM 
MERA KRAXMAKARAAKKX 

RMMUMAARKAKRAMAAKARKA 


KAR MM AMER MAX AAAKERK aX 
RRR AAKMAAMKKAMAKKARKKKK KX 
XXKAM EMA AKAKAKARKAKAAK XX 
RAM RAAKAKAKK KKK RA KARKAKK RX 


AMKKEMAXKKAM AK KAALARAL XKRX 
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MARR M KM MK KAR RRAK AKA KA MARAKKRAKRKXAKAAXAXKAAAKRAK 
MMRKK AKA AAR RA AKER K KARAM ARRAAK MAK ARAEKAMKAK 
RRAAAKA AK ARAMA ARAAKK RM KRM MENA MAK MAAK KKKAKKAKAK XX 
MMMM MK MM AKAM AK MMM KK RAR ARK AK KAKA KAAKK AKAMA KAKK 
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RRAKK MK AKKARK AK AK RAAAKRAXAXAKARKAARKAAKAR KAR ARK AK MKKKMREK AMAR AAA KKK K KRARKAKAE 
KRKXK KM RARAKAAK KK AKKR KX KEK RA KK AMAR ARK AK MMA KKM MXKEKX RAM KKAKARAAMAKKKAX 
KRMAXRXXAXKAAKAA XK ER KAARAK KA KM AKA KAKA AKA AM KA KAR AEX RAK A KKAR KK MAXX KAMA K KKK AN KAKK 
KAM RKXMKAAKAKAKAR AK ARAM AKA RK KRM AR AKA KAA KK AKA KAA RA KAAK KAN K KAKRARAK A AAMRKRRAK KX RRRXK 
KAR AMAAKMKKKA AK KK RK KAKK KAKA A KAKA AAR KAR KA KK KAM AMK RAARM MAK AA RA KARA AAAAMKAK KAAXK ARK 
RRR ARAX AK R AMARA KKM KK KA MMAR AKAM RR KK MK KAKA KA KX KRAMKAKA KAKA ARR AAKARKK AKRAM AKK AAMNKXAK 
ARK MMAR MRA KKK KA AK KK MKAM KARMA KK MK KM MAAK RK KK AMMA MK KKK RRM KAR AKAM RAR KKK MARK KMAKAAK 
KARR X KAKA MK RAAX KAA KM AKKAAKM KM K MARK MAA KAA RA MK KKRK RMA AMA MRK KX AMM KLM MAK A KM AK KKK KX 


2s 


the annual increase in the average salary of all Ontario govern- 
ment employees and contrasts this with the range of scaie 
increases afforded to broad categories (administrative, profes- 
Sional, technical, clerical and operational) of civil service 
employee groups. Although the Government does not. .pudlish data on 
the net costs of its step increases, Table 2-9 suggests that these 


costs might be significant. 


COU has developed a computer model which examines flows into, 


through and out of the faculty manpower sector. The model predicts 
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Table 2-9 


The Costs of Ontario Government Compensation Polis: 
The Costs of Ontario Government Compensation -oticy 


4 Increase % Increase 
in-Average in Various 

fear Salary 

1973-74 ashore! 

19TL=T5 15.4 

1975-76 5! 

1976-77 

1977-78 

1979=79 

1979-80 


net PTR costs for 1982-83 of 1.9%. These additional net costs will 
decline steadily through the 1980's and early 1990's reaching a 


zero net cost in 1997. 


Provision for Equipment Replacement 


OCUA has for some years recognized the inadequacies of present 
levels of government support for furniture and equipment replace- 
ment and again one can point to the rapid expansion of the univer- 
sity system as one of the sg RE) of our present difficulty. 
Excluding research equipment, the purchase of which is largely 
funded from dead sources, it ee determined that much of our 
oan stock of furniture and equipment was purchased from 


Capital funds as part of the major building expansion which 


cee 


characterized the late 1960's and early 1970's. Capital funds, as 
recently as 1973-74, provided for as much as 58% of furniture and 
equipment purchases; in 1979-80, capital accounts funded barely 

13% of the total. The aging furniture and equipment purchased from 
capital funds must be replaced from severely constrained operating 
sources. Yet in constant dollar terms, the amounts which can be 


provided from these sources continue to decline. 


But the essential question continues to be how much should univer- 
sities be spending for furniture and equipment annually. Two 
years ago COU estimated the replacement value of existing inven- 
tories purchased from operating and capital sources at about $540 
million. Assuming a fifteen year replacement cycle, universities 
ought that year (1978-79) to have spent $36.0 million on furniture 
and equipment purchases. They actually spent $22.9 million. 
Comparable figures for 1979-80 (including a provision for infla- 
tion) are $40.2 million versus $24.4 million. Applying the pro- 
jected OUNSPI Picotor inflation to a 1979-80 base generates a 


requirement to spend $57.2 million in 1982-83. 


Because we regard these costs as an essential element in the 
overall costs of attaining basic objectives, we recommend that the 
OCUA model be adapted to include this figure by its insertion 
separately in the model and the exclusion of furniture and equip- 


ment funds from the non-salary base. 
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The Efficiency Factor 


The Operating Grants Committee can see little value in any further 
discussion supporting the continued inclusion of an efficiency 

factor in the funding model. Any efficiencies, which can be 

achieved by universities, must be utilized to offset the backlog 
of major problems arising from four years of financial constraint. 
The efficiency factor may have made sense in an adequately-funded 
system. In an underfunded university system, its inclusion in the 


model is spurious. 


Provision for Enrolment Variation 


1980-81 Enrolment Summary 


In preparing its enrolment projections last year for the operating 
grants brief to OCUA, the Committee on Enrolment Statistics and 

Projections took a number of factors into account. These included 
a stable pattern of new registrants from secondary school year 5, 
stable full-time undergraduate enrolment in 1979-80, continuing 
sharp declines in education programmes, and a slight increase in 
full-time graduate enrolment. These factors led CESP to project 
an increase of 1% in undergraduate enrolment for 1980-81 while 


graduate enrolment would remain the same as in 1979-80. 
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Detailed data on full-time enrolment for 1980-81 have been provid- 
ed to CESP by the universities and summary data on part-time prey te 
ment were obtained from MCU. These data reveal a larger enrolment 
increase in the Ontario universities in 1980-81 than had been 

forecast by CESP. Full-time undergraduate enrolment increased by 
3.6% while full-time graduate enrolment was up by 1.4%. Part-time 
undergraduate enrolment registered an increase of 6.1% and part- 


time graduate was up 1.1%. 


Closer examination of the detailed full-time data shows that first 
year undergraduate enrolment (excluding education and professional 
programmes such as law and medicine) increased by just over 5%, an 
increase of over 1,900 students (visa students accounted for about 
half of this increase). New registrants from secondary school 
year 5 went up almost 6% in 1980-81. At the same time new regis- 
trants from all other sources jumped by over 16% and the number 
reregistering in first year declined by almost 7%. Total first 
year enrolment in arts and science programmes increased by over 
6%. The big increase in 1980-81 was in commerce and business pro- 
grammes which grew by over 20%, an eornenee of 800 students. With 
the exception of commerce, it appears that the intake into voca- 
tionally oriented programmes (e.g. engineering, physical edu- 


cation) is no longer increasing. 


a tige 


Bet) x 


Following a decline in the previous year, undergraduate enrolment 
in upper years (again excluding education and professional pro- 
grammes) increased 3% in 1980-81. Arts and science enrolment was 
up 2% while enrolment in 4 year programmes experienced a slightly 
smaller increase. Again, the biggest gain was in commerce and 

business with an increase of 1,100 students, almost 15%. Enrol- 


ment in professional programmes declined marginally. 


At the graduate level, full-time enrolment in masters and first 
stage doctoral programmes increased again in 1980-81 by nearly 2% 
while enrolment at the second stage doctoral level was up by almost 
1%, reversing the slight decline of the previous year. New 
entrants at the doctoral level were up significantly again this 
year, increasing by close to 11%. At the masters level the 
increase in new entrants this year was of the order of 1%. Upper 
years masters enrolment was up nearly 5%, however, reflecting the 


increase in new entrants in the previous year. 


Projections for 1981-82 


Although the 18-24 years of age population in Ontario continues to 
increase and enrolment in secondary school year 5 has been rela- 
tively stable, university enrolment in Ontario in recent years 
would appear to have been determined by more than demographic 
factors. In 1977-78 and 1978-79, Ontario universities experienced 


unexpected enrolment declines; during this period the value of a 
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university education was being questioned in the public mind. In 
1979-80, there was a modest enrolment increase and in 1980-81 a 
larger increase took place. Throughout this four-year period, the 
gloomy economic picture has remained unchanged. But clearly in 
the last two years the general Daeep ein of the university ex- 
perience appears to have improved. However, CESP is unable to 


fully explain this improvement in the universities' situation. 
a) Full-time undergraduate enrolment 


Although first year undergraduate enrolment increased significant- 
ly in 1980-81 and demand continues to be buoyant, CESP does not 
feel that a similar increase should be anticipated in the next 
year. First year undergraduate enrolment is approaching the level 
attained in 1976-77, the year in which university enrolment in 
Ontario reached its peak. CESP believes that many universities 
may be reluctant to allow their enrolment to increase beyond the 
1976-77 level. With this in mind, CESP projects an increase of 
some 750 students in first year undergraduate enrolment in 1981-82 
(excluding education and professional programmes), representing an 
increase of about 2%. It should be noted that, because of signifi- 
cant uncertainties, no account has been taken in this projected 
increase of the potential for major variation in visa student 


enrolment. 
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In considering upper year undergraduate enrolment (again excluding 
education and professional programmes), CESP believes that the 
pipeline effect of the 4% increase in 1979-80 and the 5% increase 
in 1980-81 in first year enrolment will be the dominant factor. In 
addition, a number of universities reported that retention rates 
of students in upper years continues to increase. As a result, 
CESP expects an increase in upper years enrolment greater than the 
increase of 2,200 students this year, and projects an increase of 
3,000 students in 1981-82, about 4% above the 1980-81 level. En- 
rolment in professional programmes is expected to remain stable in 
1981-82. As enrolment in education programmes has followed a 
roller-coaster pattern in recent years, CESP can only project that 


enrolment in education will remain at the 1980-81 level. 


In summary, CESP projects an increase in full-time undergraduate 
enrolment in 1981-82 of roughly 3,750 students, about 3% above the 


1980-81 level. 


b) Full-time graduate enrolment 


For the second year, full-time graduate enrolment increased in 
1980-81. As new entrants into both the masters and doctoral levels 
increased as well for the second year in a row, CESP believes that 
the pipeline effect will yield an enrolment increase in 1981-82 
somewhat higher than in 1980-81. CESP projects that full-time 


graduate enrolment will increase in 1981-82 by 2.5%. 
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c) Part-time enrolment 


Due to a greater degree of fluctuation in part-time enrolment in 
recent years, the Committee is less confident of its predictions 
of future levels of part-time enrolment. Accordingly, in recent 
years CESP has tended to predict that part-time enrolment would 
follow the patterns of full-time enrolment. For part-time enrol- 
ment at the graduate level, CESP will again follow past practice. 
As no evidence has been brought to the attention of the Committee 
that would suggest that different factors are influencing part- 
time enrolment than is the case for full-time, CESP projects that 


part-time graduate enrolment will increase by 2.5% in 1981-82. 


The situation appears to be somewhat different in the case of part- 
time undergraduate enrolment. For the second year in a row, part- 
time undergraduate enrolment increased by 6%. CESP believes that 
these increases are the result of short-term factors, for example, 
the desire of teachers to improve their credentials. Accordingly, 
as there is no evidence to suggest a different pattern in the next 
year, CESP projects an increase of 5% in part-time undergraduate 


enrolment in 1981-82. 


In summary, overall enrolment (all levels both full-time and part- 
time) in the Ontario universities is projected to increase in 
1981-82 by about 3.5%. The Operating Grants Committee, again this 
year, wishes to remind OCUA that this increase may not be experi- 
enced uniformly; enrolment shifts may vary considerably among 


INStLEUTTONS . 


ae 


2.6 


2.6. 


1 


ee ae 


Stabilization Factor 


There seems to be complete agreement, among all parties concerned, 
that a 50% discount factor should be applied to enrolment variations 
when estimating financial requirements. Such a discount recognizes 
that there is a fixed as well as variable component in the financial 


infrastructure of universities. 


Minimum Financial Requirements for 1982-83 


Establishing the Funding Base 


The OCUA system funding model requires that known and estimated 
university revenues for 1981-82 be adjusted, according to expected 
changes in enrolment, inflation and certain internal, structural 


factors, to derive a proposed level of funding for 1982-83. 


Total revenue is composed of operating grants, tuition fees and 
"other" revenue. Section 1.3 established these components for 
1981-82 at $917.9 million, $191.4 million and $67.1 million res- 


pectively. 


Last year, the Operating Grants Committee argued for the exclusion 
of all "other" revenue from the calculation. 


From the Government's point of 
view.....this recommendation could be 
viewed as providing universities an 
incentive to cause "other" revenue to grow 
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wise 


at least as fast as grant and fee revenue. 

From the universities' point of view, the 

recommendation means that should they 

succeed in generating even greater growth 

in "other" revenue, they will not be 

penalized for having done so. From a 

technical point of view, the advantages of 

the recommendation are obvious. 
OCUA has not been able to agree with COU's position on this matter. 
While the Operating Grants Committee still believes its original 
position to be a sound one, the point at issue is not sufficiently 
Significant to merit disagreement with OCUA. Clearly, under 


present circumstances, it is advantageous to the universities to 


accept OCUA's point of view. 


In establishing the funding base, it is assumed that total revenue 
equals total expenditure. Thus the expenditure base for 1981-82 
is $1,176.4 million. This is distributed between salaries, bene- 
fits and non-salary items on the basis of the pattern of expendi- 
ture evident from 1979-80 COFO-UO data. Arising from our recom- 
mendations in section 2.2.2 on furniture and equipment, $23.1 


million has been removed from the non-salary base. 


A Summary of the Factors in the Calculation 


Table 2-10 summarizes the OCUA funding model and provides an 


estimate of the cost of the basic objectives for 1982-83. 
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Council of Ontario Universities, Committee on Operating Grants, 
Changing Public Priorities: Universities and the Future of 
Ontario, Brief to the Ontario Council on University Affairs 
(Toronto: 1980), pp. 47-48. 
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Column 2: 


Column 3: 


Column 4: 


Column) 5: 


Column 6: 
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Estimated Expenditures 1981-82 - Provincial govern- 


ment operating grants, revenue from formula fees and 
"other" revenue are used to establish the funding base 


for 1981-82. 


Inflationary Trend Cost 1982-83 - Inflation is entered 


into the model at a rate of +9.8% for salaries, +9.8% 


for benefits, and +12.0% for non-salary items. 


Existing Service Level Cost 1982-83 - Provision for 


PTR on salaries and the benefit implications of PTR of 
1.9% must be included. $57.2 million is added for 


furniture and equipment replacement. 


Efficiency Factor - No discount can be recommended 


given current funding levels. 


Predicted Enrolment Costs 1982-83 - Enrolment has been 
projected to increase by 3.5%. Although COU believes 
the OCUA model should be adapted to provide for 3 year 
enrolment averaging, this projected increase is 


handled in the traditional way in the calculations. 


Stabilization Factor - Enrolment increases or de- 


creases are discounted by 50%. 


Colum 7: Cost of Basic Objectives, 1982-83 - This represents 
the required level of operating grants, tuition fees 
and "other™ revenue necessary to prevent underfunding 


from becoming worse. 


Cost of the Basic Objectives, 1982-83 


The operation of the funding model, as shown in Table B10u indi- 
cates that the costs of achieving basic university objectives will 
rise by 16.5% between 1981-82 and 1982-83. Taking sedount of ad- 
ditional income from enrolment growth but no increase in "other" 
revenue, operating grants and formula fees would have to rise by 
16.8% to cover these costs. This increase will only cover the 
additional costs incurred by universities because of inflation, 
enrolment increases, and structural factors like Pingo ewL not 
provide for any expansion of the existing university system, nor 
will it permit the universities to regain ground lost over the past 


few years. It will simply keep underfunding from becoming worse. 


Table 2-19 


COU Pundire Decemendations for 1992-32 


(5000 ,500's } 
f:d sting Predicted Stab= Cost 
Estimated Inflationary Service prticiency Enrolment iiizetion Zasi 
Expenditures Trenc Cost Level Ccst Factor costs Fecto 


1982-82 1982-82 1982-83 (Negative ) 2982-83 + or | 
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THE FINANCIAL CONTEXT OF UNIVERSITY UNDERFUNDING 


Ontario Government Fiscal Policy 


The Operating Grants Committee believes that the material present- 
ed in this and previous annual briefs to OCUA establishes unequi- 
vocally the significant financial investment required to restore 
and maintain the universities of this Province. Further, it is our 
impression that OCUA, the Government's own advisory agency dealing 
with higher education, recognizes and sustains the position of the 
university community. Yet the Government remains unwilling to 
find the requisite funds to forestall further deterioration of the 
universities' financial position. Given four years of consistent 
underfunding of the university system, the Government must have 


compelling reasons for continuing its present policy. 


The reasons, be they compelling or otherwise, apparently lie in 
the Government's intention that this Province should have a bal- 
anced budget by 1983-84. To attain this goal "requires that an 
average differential in the range of 2.5% between the rate of 


revenue growth and the rate of spending growth be ae 


Rather than increasing revenue in this equation, the Government 
has chosen to constrain expenditure. Two principal reasons are 
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: "Strengthening Fiscal Management", Budget Paper C, p. 4, 


Ontario Budget, 1979 (Toronto: 1979). 
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cited for this particular approach to balancing the budget: 
ee that restraint is required in order to combat inflation; 
and 
Ze that restraint is required in order to free resources 
for more productive use by the private sector. 
The Government recognizes that "a large number of provincially 
funded institutions have been funded over a period of years at 
rates somewhat below the growth in inflation" and that "in some 
areas, basic services could suffer unless funding is forthcoming 
at moderately higher levels."° The goal to balance the budget 


within a limited timeframe has not, however, been abandoned. 


Has a deficit to be eliminated before the goal of a balanced budget 
is achieved? By the Government's own admission 


Sound public finance suggests that 
government should finance its operating 
expenditures from current taxation and 
its capital expenditures from debt 
issues. Because capital investments are 
generally long lived assets, they benefit 
future generations as well as current tax- 
payers; long-term debt financing of 
capital expenditures ensures that the 
future work force shares an £heecosts as 
well as the benefits. 


Yet as the Ministry of Treasury and Economics itself has stated: 


"Ontario's capital investments have generally exceeded the level 


9 "A Solid Foundation for the 1980's", Budget Paper C, p. 9, 
Ontario Budget 1980 (Toronto: 1980). 
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"Ontario's Borrowing and Public Capital Creation", Budget 
Paper A, p. 3, Ontario Budget, 1978 (Toronto: 1978). 
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of net cash requirements". |! Following the logic of these state- 
: ments, it can be determined that Ontario has had a surplus on 
current operating funds in most fiscal years - a surplus which has 
averaged more than $300 million over the course of the past decade 


(see Table 3-1). In effect, the provincial government's "deficit" 


-which it is so determined to eliminate - is not really a deficit 


Table 3=1 


Capital Exvendisures, Liauid 3eserves and Borrowings 
a , 
Province of Ontario, 1972-73 to 1980-31 


($000,000's)} 


Net Net Cash Iecrease{ Decrease) Capital Current Funds 
fear Zorrowin Requirements in Liauid Reserves Expenditures Surplus (Dericit) 
1) (2 LS) ease (25) ia (3) (4) (4) = (2) = (5) 


Si2=73 $ 1,028 3 Tha $284 $ 1,103 3359 


Nine-year Total $10,923 $10,054 $874 $12,807 TERSISIS! 


# 2980-81 [aterim amount as of December 31, 1980 


Notes: (1) Proceeds of Loans minus Retirement of Loans. 
(2) Expenditures minus Revenues plus or minus ast Non-dudgetary Transactions. 

(3) Casn, temporary investments and marketaodle securities. The opening balance at the 
seginning of 1980-81 was $1,569 million. 

(4) Physical assets, buildings and land make up the bulk of this amount. Data 
Interim 1975-80 and Zstimated 1980-31 ?rom the Ontarfo 3udget 1980, April 

(§) Capital expenditures minus net cash requirements equals the surp.us or de 
operating 2xpenditures. *% is composed of the increase or decrease in liquid reserves 

plus capital investments and minus net borrowings. 


la "A Solid Fiscal Foundation for the 1980's", Budget Paper C, p. 


11, Ontario Budget, 1980 (Toronto 1980). 
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at all. It is an investment in the Province of Ontario - an invest- 
ment in highways, bridges, school buildings, hospitals, housing 
projects, land, buses and subways, mortgages, and a whole host of 
other physical and financial assets. About one-fifth of this 
capital investment is financed out of current revenues - taxes and 


transfer payments - but the remainder must be borrowed. 


Why is it necessary to use operating funds to finance capital 
investments? Is our capacity to borrow for capital purposes 
severely constrained? Not according to the Treasury. 

In fact, in the 1979-80 fiscal year, the over- 

all deficit was well below the amount of funds 

available from non-public borrowing sources 

despite the fact that Ontario has continued to 

maintain a strong program of capital invest- 

ment. 
Not only has it not had to borrow on the public markets, it has 
been retiring off existing debentures. And it has increased its 
liquid reserves - cash, temporary investments and marketable 


securities - to such an extent that, by the beginning of the 1980- 


81 fiscal year, they equalled $1.57 billion. 


Earlier in this brief, we asked if a deficit existed which had to 
be eliminated before the goal of a balanced budget could be 
achieved. In fact Ontario presently runs an operating surplus and 
has sufficient access to non-public borrowing sources to cover its 
capital investments. Again we must ask - why the severe constraint 
on government operating revenue? 
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"A Solid Fiscal Foundation for the 1980's", Budget 


Paper C, p. 14, Ontario Budget, 1980 (Toronto: 1980). 
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The Operating Grants Committee has provided telling evidence which 
measures, in a number of ways, the extent to which Ontario univer- 
sities continue to be underfunded. The eventual effect of this 
funding policy will be a system of universities in Ontario which 

will be less than adequate to the Province's needs. Is the Govern- 
ment's apparent unwillingness to adequately fund the universities 
a natural outcome of the Province's inability to pay, a reflection 


of what it can afford? 


Two commonly used standards of what a given jurisdiction can 

afford are gross general revenue as a percentage of gross domestic 
product and as Z percentage of provincial personal income. Table 
3-2 displays Ontario's position in Canada with respect to these 
two indicators. It demonstrates clearly that no other province 
generates less revenue as a percentage of these two indicators 
than does Ontario and that the gaps between this Province and the 


rest of the country are quite large. 


While more refined analysis suggests that Ontario's wealth is not 
as amenable to traditional taxation approaches as is the case with 
other provinces (particularly the resource producing provinces), 
an examination of Ontario's total fiscal capacity relative to 
Ontario's tax effort indicates that this Province's tax revenues 
could be increased in traditional ways by about 15% without 


exceeding the average level of taxation in the rest of Canada. 
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This is demonstrated on Table 3-3. The critical column 4 of the 


Table states Ontario's tax capacity per capita on the basis of the 
revenue which would be collected by each province if every govern- 
ment were to levy identical average tax rates on each of the 29 
taxes which form the basis for calculation of federal equalization 
payments. Clearly the capacity exists in this Province, without 
exceeding national norms, to generate considerable additional 


government revenue. Assuming that the universities attracted 
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their normal share of such additional revenue, this would generate 

a further increase in 1980-81 operating grants of $130 million. 

After four years of underfunding of Ontario universities, the 
aK 


Operating Grants Committee has searched for compelling reasons for 
the inordinately unsatisfactory level of university operating sup— 
| port. It has found none. What it has found instead is that there 
is a range of alternative sources of revenue available to the 


Government which can and should be tapped. The alternative of 


further constraint of revenue growth is unacceptable if it means 
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an inadequate level of funding for Ontario universities. 


Federal-Provincial Financing 


It is within this context of university underfunding and Ontario 
government fiscal policy generally that the Operating Grants Com- 
mittee wishes to raise another matter of concern. Under previous 
legislative arrangements, i.e. prior to 1977, the Established Pro- 
grams Financing Act provided federal grants and tax points to 
Ontario sufficient at that time to cover about two-thirds of the 
Ontario Government's operating grants to universities. Although 
the destination of federal monies is disputed, given the ambiguity 
of current EPF legislation, it is clear that the Federal Govern- 
ment maintains its EPF balance sheet along traditional lines. 
That approach, exemplified by Table 3-4, indicates that federal 
monies are now covering about 94% of the operating grants directed 
to Ontario universities. It further indicates that because 
federal transfers have been increasing at a faster rate than 
increases in grants to universities, within the context of this 
source of funds, the net cost of universities to the Province has 


declined each year. 


The Province of Ontario, for its part, criticized the previous EPF 
legislation on numerous grounds, but largely because its cost 


sharing arrangements caused distortions in provincial priorities. 
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fin commenting om the new legislation, the Government noted: 


The provinces gain the increased flexibility 
that. they sought by having federal contribu- 
tions detached from provincial spending pat- 
terns. The growth of the overall federal con- 
tribution leaves them with considerable risk, 
but they can now adjust their delivery systems, 
without financial penalty, in order to provide 
lower cost services. 


1 : 
: 3 "Federal-Provincial Fiscal Reforms", Budget Paper 3, op. 


10, Ontario Budget, 1977 (Toronto: 1977). 
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Clearly, the Province believes that federal cash and tax transfers 
to Ontario arising from current EPF legislation are unrelated to 


what the Province spends in areas designated by that legislation. 


Whatever interpretation one places on the intent of Established 
Programs Financing, the following points seem indisputable: 

1. the level of underfunding of Ontario's universities may 
have been one of the contributing factors in focusing 
the Federal Government's concern regarding EPF on the 
post-secondary aspects of that agreement; and 

Bs any Significant change in EPF arrangements could have a 
serious impact on overall funding levels and, depending 
on the mechanism chosen, the distribution of funding 
among and within Ontario's universities could be effect- 


ed as well. 


The Operating Grants Committee cannot be unmindful of the current 
debate over the future of EPF legislation. Given the position of 
the Ontario Government that EPF and provincial spending decisions 
are unrelated, it would be inconsistent if global university fund- 
ing levels were affected by federal legislative changes. The 
impact on distribution, however, remains problematic and the 

Operating Grants Committee urges OCUA to maintain a watching brief 


on EPF developments. 
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Long-Term Prospects 


In previous years, the Operating Grants Committee has concluded 
its annual brief to OCUA with extrapolations of the impact of 
continued underfunding on the well-being of the Ontario university 
system. In terms of the funding trend-line we have been on for the 
last several years, nothing has changed and we see no point in 
repeating the obvious. The picture of current and future years 
remains as bleak as ever, essentially one of lost opportunities - 
opportunities to maintain and extend university accessibility toa 
broad spectrum of Ontario society, opportunities to expand the 
supply of professionals essential to our economic well-being, 

opportunities to forge new links between the university and the 
larger society it serves, not only in terms of teaching and 

research but also in terms of extending the knowledge of univer- 
sity communities beyond campus boundaries. This need not be the 
case however. With adequate funding, the future could be quite 


different. 


We believe that Ontario has the necessary wealth to restore and 
maintain its present university system. We believe the univer- 
sities of this Province to be essential to the preservation of our 
spiritual and material well-being. Is ours to be a future of lost 


opportunities? 
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CONCLUSION 


To ensure international competitive- 
ness and achieve economic growth, 
the Government will promote research 
and development, nurture high 
technology, and expand markets for 
Ontario products. 


Ontario will expand its investment 

in people so that our labour force 

has the skills, the mobility, and the 

productivity to maximize the 

Province .§ growth potential in the 

1980's." 
These are among the recently enunciated strategies of the present 
Government for launching Ontario into the 1980's. “Can these and 
other strategies dealing with economic growth be achieved without 


a strong university sector - a sector which is presently threat- 


ened by the provincial government's financial policies? 


The Board of Industrial Leadership and Development has set itself 
the task of creating "opportunities for massive economic expan- 
oven Clearly, the existence of a sophisticated university 


system of an adequate size and scope will be a necessary basis for 


that economic expansion. Without its research capacity, the 


1 The Honourable William G. Davis, Board of Industrial Leader- 
ship and Development, Building Ontario in the 1980's, 
(Toronto: 1981), pages 26 and 33. 
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technological developments necessary for Ontario's economic growth 
will not occur. Without the skilled Beopts to operate the sophis- 
ticated institutions of a post-industrial society, it is virtually 
impossible to see Ontario advancing into the 1980's with any 


degree of confidence. 


The Operating Grants Committee believes that a major threat to the 
economic goals enunciated by the Government is the lack of an 
adequately developing post-secondary educational sector. On the 
one nand, the Pereronent is setting out economic goals which 

require a sophisticated university system. On the other hand, the 


Government is denying the university system adequate funds to ful- 


fill its societal responsibilities. 


Table 4-1 


Canadian Unemployment Rates 
Estimates by scucational Attainment 
(Seasonally Unadjusted) 


Decemoer December December December December | 
1976 iSTT 1973 1979 1980 
Total Canadian “Labour Yorce Wot ls Tos) ioe! {feos 
O-3 Years 3.3 2025 9.4 3.0 9.9 
| 
Zigh School 3.4 9.5 3.9 8 8.3 
Some Post-Secondary Gah 6.9 18, 4.8 6.7 
Post Secondary - 
Jertificate or Jipnloma 4.9 4.0 ae. Sha St 558) 
University Degree 2.9 350 3.4 ane 2S) 
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As the Operating Grants Committee has also pointed out, the 

Ontario Government's denial of those adequate funds cannot be 

justified on the grounds of ability to pay. The desire to reduce 
or eliminate borrowing - even for capital purposes - and to build 
up liquid reserves while still keeping taxes among the lowest in 
the country might be all very well if the economy were already 
operating at capacity, were generating full employment and high 
incomes, and needed to be kept under some degree of control. But 
such is not the nature of the Ontario economy in 1981. As witnes- 
sed by the Supplementary Measures to Stimulate the Ontario 

Economy, introduced last November by the Treasurer of Ontario, the 
Government itself has recognized the realities of economic slow- 


down and high unemployment. 


In fact, in the words of the BILD, "the growing pressures caused by 
slowdowns in the world economy, increasing oil costs, and even 
more competitive industrial technologies, require a definitive act 
of economic will and resolution if Ontario is to continue to 

Moyea ae A major portion of that "economic will" must involve 


the Ontario university system. 


Aiding economic development is but one of a whole range of respon- 
sibilities subsumed within the more general goals of the univer- 
sity to preserve, extend and disseminate man's knowledge. That we 


have stressed the importance of universities to our economic well- 
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being should not, therefore, be misread. For addressing only 
those aspects of university development that have direct bearing 
on our economic problems will not work. Whatever particular re- 
sponsibilities the Government ascribes to the universities of this 
Province, none can be achieved unless the ability of the univer- 
sity community to pursue its larger goals is fundamentally secure. 


We doubt that this is presently the case. 


SSS 


APPENDIX 


Update (1981) to the Ontario University Non-Salary 


Price Index 


® 
Three years ago the Ontario University Non-Salary Price Index was pub- 


lished. The COU Research Division has been constantly reviewing the Index 
to make it an even more reliable indicator of non-salary inflation rates. 
The latest revisions and updating of the OUNSPI are presented in this 
Appendix. 


The revisions made for 1981 have not led to substantial changes in the 
approach taken in preparing this Index. The methodology, item content and 
weighting pattern have remained unchanged from last year. 


Books 


This component index for 1978-79 has been revised, in the light of more 
definite information, and an estimate provided for 1979-80. 


Computing 


These data were supplied by D. Kent Halstead of the U. S. National Insti- 
tute of Education under the heading labelled EDP hardware. A complete 
description was included in the publication Higher Education Prices and 
Price Indexes. The most recent data were published in the October 1980 
issue of Business Officer, published by the U. S. National Association of 
College and University Business Officers. These data were converted into 
Canadian dollars using the publication Quarterly Estimates of the Canadian 
Balance of International Payments, System of National Accounts (Statistics 


Canada). The overall result of minor revisions to these data has slightly 
altered the computing component index. 


Conclusion 


Table A-1 presents the weighting pattern used to construct the consoli- 
dated OUNSPI, which includes all of the components. Table A-2 presents the 
price indices for each of the components, using 1970-71 as a base year. 
Table A-3 presents the year to year percentage variations for each of the 
components. 
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Ontario University Non-Salary Price Index, COU, February OTS. 
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Table A-1 


Non-Salary Price Index Weighting Pattern 


Item Component 


Books 

Periodicals 
Equipment 
Computing 
Surniture 
Stationery & Paper 
Printing Materials 
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Chemicals 

Postage 
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Figure A-1 


Source of Component indices 


Source 


Bowker (U.S.) Hardcover Book Price Index converted 
for Canadian dollar fluctuations 


Bowker (U.S.) Periodical Price Index, converted 
for Canadian dollar fluctuations 


U.S. Department of Labor. Monthly Labor Review. 
Price index for machinery and equipment, converted 
for Canadian dollar fluctuations 


U.S. Department of Health, Education and Welfare. 
Higher Education Prices and Price Index - cata 
processing hardware. Converted for Canadian 
dollar fluctuations 


Statistics Canada Industry Selling Price Index 
- Office Furniture Manufacturers 


Statistics Canada Industry Selling Price Index 
- Paper and Allied Preducts 


Statistics Canada industry Selling Price Index 
- Fine Papers 


Statistics Canada Industry Selling Price index 
- Hardware, Tools and Cutlery Manufacturers 


Statistics Canada Industry Selling Price Index 
- Chemical & Chemical Products 


Statistics Canada Consumer Price Index - Postage 


Statistics Canada Consumer Price Index - Ccmmuni- 
cations 


Statistics Canada Electric Power Seiling Price 
Index (Non-Residential) consumers over 5,000 kx, 
Ontario 


Statistics Canada Consumer Price Index - Gas 


Statistics Canada Industry Selling Price Index 
- Heavy Fuel Oil, #6 


Statistics Canada Non-Residential Construction 
Price Index - Materials 


Statistics Canada Consumer Price Index 
ation 


Transport- 


Statistics Canada Consumer Price Index - Shelter 


Statistics Canada Consumer Price Index - Food 
Away From Home 

Statistics Canada Consumer Price Index Home- 
owner's Insurance Premium 
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